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NATO CONFIDENTIAL FROM WASHINGTON 

ECONOMIC ANALYSIS: IMPLEMENTATION OF OPEC'S PRICE INCREASE 

1. MOST OPEC MEMBERS BY NOW HAVE ANNOUNCED PRICE ADJUST 
MENTS IMPLEMENTING THEIR SEPTEMBER DECISION TO BOOST OIL 
PRICES BY 10 PERCENT. IN THE ABSENCE OF AGREEMENT ON 
DIFFERENTIALS, HOWEVER, EACH COUNTRY WAS PERMITTED TO ALTER 
CHARGES FOR DIFFERENT GRADES AND ORIGINS ACCORDING TO ITS 
OWN LIGHTS. AS A RESULT, A WEIGHTED AVERAGE INCREASE OF 
APPROXIMATELY 9 PERCENT IS EMERGING. 

2. A MEETING OF PERSIAN GULF PRODUCERS TO DISCUSS DIFFER- 
ENTIALS WAS POSTPONED TWICE IN MID-OCTOBER. IT WAS THEN 
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SCRAPPED IN DEFERENCE TO SAUDI ARABIA'S ASSERTION THAT THE 
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PRICING RELATIONSHIP BETWEEN MEDITERRANEAN AND GULF CRUDES 
SHOULD BE IRONED OUT FIRST. 

3. THE LARGEST PRODUCERS, SAUDI ARABIA AND IRAN, WHICH 
ACCOUNT FOR NEARLY HALF OF OPEC'S PRODUCTION, HELD CLOSE 
TO THE DESIGNATED INCREASE. SELECTIVE ADJUSTMENTS EFFEC- 
TIVELY RAISED THEIR PRICES BY 9.7 PERCENT AND 9.5 PERCENT, 
RESPECTIVELY. THREE OTHER GULF PRODUCERS IRAQ. KUWAIT, 

AND THE UAE— ARE EXPECTED TO IMPLEMENT THE FULL 10-PERCENT 
INCREASE. QATAR, UNDER COMPETITIVE PRESSURE THROUGH MUCH 
OF THE YEAR, HELD ITS INCREASE TO AN ESTIMATED 7 PERCENT. 

4. THE ADJUSTMENTS FOR AFRICAN CRUDES ALSO REFLECT 
EFFORTS TO REALIGN PRICES AND RESTORE COMPETITIVENESS. 

(A) — NIGERIA, REACTING TO STRONG SEPTEMBER PRICES ON SPOT 
ORDERS AND ANTICIPATING GROWING SEASONAL DEMAND IN THE 
UNITED STATES AND EUROPE, IMPOSED AN AVERAGE 10.2-PERCENT 
HIKE FOR ITS CRUDES. 

(B) — LIBYA'S INCREASE WAS THE SPECIFIED 10 PERCENT. 

(C) - ALGERIA, WHICH HAD COMPLAINED EARLIER IN THE YEAR 
THAT IT WAS BEING UNDERCUT BY LIBYA'S PRICING PRACTICES, 

RAISED ITS PRICES AN AVERAGE OF ONLY 8.5 PERCENT. 

(D) — GABON, RECOGNIZING THAT ITS PRODUCTS WERE UNDER- 
PRICED VIS-A-VIS OTHER AFRICAN GRADES, HAS INCREASED 
PRICES BY MORE THAN 12.5 PERCENT. 

5 VENEZUELA'S PRICE INCREASES AVERAGE APPROXIMATELY 7 
PERCENT, DESPITE ANNOUNCEMENTS THAT IT WAS RAISING PRICES 
BY THE FULL AMOUNT. ECUADOREAN OFFICIALS ALSO HAVE STATED 
THAT THE FULL 10 PERCENT WILL BE TACKED ON, BUT OBSERVERS 
POINT OUT THAT COMPETITIVE REALITIES PROBABLY WILL DICTATE 
A HIKE OF PERHAPS 5 OR 6 PERCENT. 

6. INDONESIA, WITH ITS RELATIVELY GREATER REVENUE NEEDS 
AND NERVOUSNESS OVER POTENTIAL CHINESE COMPETITION FOR 
PACIFIC MARKETS, WILL MAKE THE SMALLEST INCREASE- AN 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 STATE 265601 

ESTIMATED 2 PERCENT. ALTHOUGH ONE DESIRABLE GRADE, AVAIL- 
ABLE ONLY IN LIMITED QUANTITIES, WAS INCREASED BY 9 PER- 
CENT, OTHER CHANGES RANGED FROM A 3-PERCENT HIKE TO A 4- 
PERCENT REDUCTION. 

7. NON-OPEC PETROLEUM EXPORTERS QUICKLY JUMPED ON THE 
PRICE-HIKE BANDWAGON. 
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(A) — THE USSR'S SALES PRICES TO WESTERN COUNTRIES ARE 
EXPECTED TO INCREASE 10 PERCENT (PORTUGAL HAS BEEN SO 

NOTIFIED). A PREVIOUSLY ANNOUNCED PRICE INCREASE ON 
SALES TO SOCIALIST COUNTRIES IS SCHEDULED TO OCCUR AT 
THE BEGINNING OF 1976 AND WILL RAISE THE PRESENT PRICE 
OF MORE THAN DOL 7.00 ACCORDING TO A FORMULA BASED ON THE 
AVERAGE WORLD PRICE FOR THE PRECEDING FIVE YEARS. 

(B) — CANADA ANNOUNCED A REVISED TAX TAKE THAT WILL PUSH UP 
PRICES TO ITS US CUSTOMERS BY 9.3 PERCENT ON NOVEMBER 1. 

(C) — MEXICO, WHICH HAS SHADOWED OPEC'S PRICES SINCE 
REJOINING THE RANKS OF PETROLEUM EXPORTERS, IMPOSED A 
10 PERCENT INCREASE ON OCTOBER 1. 

8. THE OPEC INCREASE WILL ADD APPROXIMATELY DOL 10 BIL- 
LION A YEAR TO THE WORLD S OIL BILL, OF WHICH DOL 9 
BILLION WILL COME FROM THE DEVELOPED COUNTRIES AND THE 
REMAINDER FROM NON-OIL LDCS. WITHIN THESE TWO GROUPS THE 
BURDEN WILL BE BORNE UNEVENLY. FOR EXAMPLE, MORE THAN 
HALF OF THE NON-OIL LDC BILL WILL BE PAID BY BRAZIL, 

INDIA, AND SOUTH KOREA. IMPORTERS OF RELATIVELY MORE 
REFINED PRODUCTS, SUCH AS THE UNITED STATES AND WEST 
GERMANY, WILL PAY LESS THAN THE 9-PERCENT INCREASE BECAUSE 
THEIR PRICES HAVE NOT GONE UP AS MUCH AS THOSE FOR CRUDE. 
GEOGRAPHY WILL FAVOR SUCH CONSUMERS AS SINGAPORE AND 
JAPAN, WHICH WILL BENEFIT FROM THE RELATIVELY SMALL HIKE 
IMPOSED BY NEARBY INDONESIA. 

9. DETAILS OF SELECTED PRICE INCREASES ARE SHOWN IN THE 
APPENDED TABLE 
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SELECTED PRICE INCREASES FOLLOW: (IN US DOLLARS) 

OPEC COUNTRY PERCENT 

AND OIL GRADE OLD PRICE NEW PRICE CHANGE 


ABU DHABI: 

MURBAN 10.868 11.918 9.7 

UMMSHAIF 10.645 11.695 9.7 

ZAKUM 10.775 11.852 10:0 


ALGERIA 

(AVERAGE): 11.75 12.75 8.5 

GABON: 

MANDJI 11.700 13.200 12.8 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


GAMBA 12.000 13.500 12.5 

INDONESIA: 

SUMATRAN 
LIGHT AND 

SIX OTHER CRUDES 12.60 12.80 1.6 

WALIO 11.10 12.10 9.0 

N. SUMATRAN 12.60 13.00 3.2 

DJATIBARANG AND 

TWO OTHER CRUDES 12.60 12.40 -1.0 

TARAKAN 12.60 12.10 -4.0 

IRAN: 

LIGHT 10.672 11.62 8.9 

HEAVY 10.449 11.495 10.0 

KUWAIT: 

31 API 11.145 12.260 10.0 

KHAFDI 11.061 12.168 10.0 

ALHOUT 11.301 12.431 10.0 

LIBYA: 

BREGA AND 

ZUEITINA 11.20 12.32 10.0 

ESSIDER 11.10 12.21 10.0 

SARIR AND 
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THREE OTHER 

CRUDES 11.00 12.10 10.0 


NIGERIA: 


27 

API 

11.245 

12.345 

9.8 

34 

API 

11.35 

12.51 

10.2 

37 

API 

11.38 

12.60 

10.7 


OPEC COUNTRY PERCENT 

AND OIL GRADE OLD PRICE NEW PRICE CHANGE 

QATAR: 

DUKHAN 12.014 12.740 6.0 

MARINE 11.613 12.540 7.9 

SAUDI ARABIA: 

LIGHT 34 API 

(BENCHMARK) 10.463 11.509 10.0 

BERRI 11.114 11.874 6.8 

MEDIUM 10.379 11.371 9.6 

HEAVY 10.268 11.240 9.5 
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VENEZUELA: 

(-.SELECTED 

GRADES) 

14 API 12.215 13.000 6.4 

26 API 13.471 14.513 7.7 

34 API 13.973 15.469 10.7 

53 API 15.164 16.800 10.8 

HIGH SULFUR 

MEDIUM 12.592 13.384 6.2 

LOW SULFUR 

(.91-1.00) 15.381 14.833 -3.7 

LOW SULFUR 

(.21-.30) 16.968 15.747 -7.6 

KISSINGER 
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